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Abstract

This article considers the case study of university libraries in the United Kingdom, and their exposure to the effects of the worldwide recession. Exchange rate changes have been a noteworthy aspect of the UK situation, with the pound sterling deteriorating markedly against both the Euro and the US Dollar. Examples of the impact of these changes are outlined. The implications of government spending plans over the next few years are also examined. Some possible ways of coping with these changes are explored, including the expansion of shared services, a reduction in the prevalence of publisher bundle subscriptions, and an increase in the impact of open access activity.
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The View from the UK:
The Economic Crisis and Serials Acquisitions on an Offshore Island

The fallout from the 2008 worldwide financial crisis, swiftly succeeded by an economic recession on an equally global scale, continues to impact the higher education sector, as all other parts of the economy. Although there are signs that the major economies are beginning to pull out of formal recession, this will be a slow process, and the aftermath and recovery period will continue for many years.

The crisis has affected different parts of the world in different ways. This paper will concentrate on the particular case of the United Kingdom. The most immediately dramatic evidence relates to the sharp movements in exchange rates over the last couple of years, vitally important as a result of the inherently international nature of research and scholarly communication, and of the publishing industry which supports and feeds on that process. 

In the slightly longer term, but already beginning to have an effect, the changes – and changes is a euphemism for cuts – in funding for higher education in the UK, are very likely to have an even more serious and long-standing impact on the ability of libraries to support both the teaching and research functions that are the core activities of their parent institutions.

EXCHANGE RATES

Scholarly publishing is an international industry, and UK academic libraries subscribe to many journal titles originating in particular in the United States and the Euro zone (currently including Austria, Belgium, Cyprus, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Malta, the Netherlands, Portugal, Slovakia, Slovenia and Spain). Although foreign-language journals are taken, the great majority of subscribed journals available in the UK are in the English language. Nevertheless, the Netherlands and Germany in particular are important sources of supply, hosting key international publishers such as Elsevier and Springer. 

Although there is a large and influential publishing industry based in the UK, only a minority of spending on journals, certainly for the larger research-intensive universities, is on titles priced in pounds sterling. Overall figures are hard to come by, but in the case of the University of Glasgow, the approximate ‘market share’ figures, by value, are:
	Euro		40% of journals budget
	US Dollar	25%
	Pound sterling	35%.

These percentages ignore subscriptions to other countries’ journals. While there certainly are subscriptions in, for example, Canadian or Australian Dollars, Swiss Francs, Danish or Norwegian Kroner, Russian Rubles, or Japanese Yen, these represent a tiny percentage of the total, and can be ignored for the purpose of this discussion. It is an interesting question as to whether in future years there will be an increase in the purchases of, for example, Chinese or Indian journals. While it is undoubtedly the case that a growing proportion of the world’s research output comes from researchers from these and other fast-growing countries, trends so far appear to show that those researchers choose to publish where possible in already-established journals based in Europe or North America, and also that many of the best journals that are published in those countries are being taken over by the larger existing publishers. So, from the exchange rate point of view, the influence of these shifts in research output may remain limited, at least in the near to medium term.

To some extent, UK libraries had been lulled into a false sense of security in recent years. Although exchange rate fluctuations have always been a factor, the period from 2003 to 2007 saw relatively stable rates for sterling, and indeed a benign position with reference to the US dollar, where the rate moved gradually in the UK’s favour, from $1.63 to the pound on average for 2003 to $2.00 for 2007. The Euro/pound rate was extremely stable, hardly changing in a narrow range from €1.45 to €1.47 between 2003 and 2007​[1]​. 

This situation has deteriorated dramatically in the last couple of years, beginning around September 2007 for the Euro, and August 2008 for the US dollar: current rates, as of 26 October 2009, are $1.64 and €1.09. The reasons behind these changes are beyond the scope of this article, but relate to the weakness of the UK economy, where the latest GDP figures confirm that the country is still in recession (with a contraction of 0.4% between July and September 2009) unlike some competitor economies, and to the previous over-valuation of sterling​[2]​.

Table 1 indicates monthly average exchange rates over the period August 2007 to September 2009, clearly showing the sudden declines that took place, for the dollar between August and December 2008, and for the Euro between October 2007 and April 2008 and then again between October and December 2008. As previously suggested, exchange rate movements are to be expected, but the suddenness and steepness of the change, and its application to both major currencies at the same time, have caused real difficulties. The monthly variations are also significant. The journals renewal cycle means that very few invoices are paid in the summer months, with the great majority becoming due between October and January each year. For the last couple of years there has been a tendency for rates to improve (from a UK library point of view) or at least stabilize during the summer months. This has been of little help to libraries, where the steeply declining rates of the autumn and winter have been the operative influences. For example, sterling appears recently to have lost all the gains it made against the Euro in the last few months (when very few bills were being paid by libraries) and is now back almost to its lowest levels since the start of 2009.

[Table 1]

2008/09 EXPERIENCE

To give an indication of the decline in purchasing power for UK libraries, the transformation from the €1.51 peak rate of January 2007 to €1.09 two years later in January 2009 is equivalent to a price rise of 38.5% (on top, of course, of continuing journal inflation over the two years). Similarly, for the dollar, the step down from $2.00 in March 2008 to $1.42 exactly a year later represents a rise of 41% in the sterling price in just one year.

Much depends on the individual circumstances of a library – what proportion of subscriptions are originally priced in Euros or dollars, when exactly invoices are paid (and a university finance office may well not pay at the same time, or at the same exchange rate, as the library has been expecting), what proportion of library materials spending goes toward monographs or other materials, as opposed to journals – but calculations by the UK’s Research Information Network (RIN) in a briefing note issued in March this year suggest that around 16% was added unexpectedly, and therefore unbudgeted, to the average university library’s journals expenditure last session (UK university financial years run from August through the following July)​[3]​. In the same briefing, the RIN noted that ‘large university libraries anticipate deficits of around £400,000 this year’. 

To provide some context, the RIN, website at www.rin.ac.uk (​http:​/​​/​www.rin.ac.uk​), is funded by the UK higher education funding councils, the research councils (which allocate government research funding in the UK), and the national libraries (British Library/National Library of Scotland/National Library of Wales), to support the information needs of researchers: its core raison d’être relates to the research process rather than libraries as such. Its interest in the exchange rate topic is an indication of how seriously this problem is viewed in the UK as a threat to research capability, and not just as some parochial concern of university libraries.

The University of Glasgow’s library materials budget, for example, was £3,927,000 for the session 2008/09. 
	Around 75% of that total was allocated to faculties (colleges in US terminology), with the remaining expenditure on databases, student textbooks, binding, etc, areas not so susceptible to exchange rate influences. 
	In turn about 75% of the sum allocated to faculties was spent on journal subscriptions (with 25% on monographs, standing orders, and inter-library loans, where again, as a generalization, exchange rates are less relevant). 
	Taking one more step, 65% of journals expenditure is in Euros or US dollars. 
So, if we assume a sudden price increase of around 30% for those journals (the figures of 38.5% and 41% mentioned earlier did not all take effect in a single session), Glasgow’s additional expenditure for 2008/09 amounted to circa £430,000 (£3,927,000 * .75 * .75 * .65 * .3), or 11% of the total materials budget​[4]​.

In practice, the budgetary out-turn at Glasgow last session was not as drastic as the previous paragraph might suggest. A number of periodical and database subscriptions were cancelled. Monograph purchases were put on hold for two months over December and January. As part of the UK government’s efforts to mitigate the worst effects of the recession and stimulate spending, Value Added Tax (sales tax) was temporarily reduced from 17.5% to 15% (VAT is levied on electronic resource purchases – e-journals, e-books, etc – although not on print journal/book purchases, which has acted as something of a brake in the UK, and other European countries where similar arrangements apply, on the move away from print and towards online access). Despite these measures, a substantial overspend was still inevitable, and after negotiation this was agreed by the University budget holders.

This experience appears to have been not uncommon for UK university libraries in the session 2008/09. Although details and comprehensive figures are understandably hard to come by, the majority of the larger research libraries seem to have been able to explain the sudden and unexpected nature of the change to their university paymasters, and obtain additional resources, or probably more commonly, permission to overspend their existing budget.

LONGER-TERM FINANCIAL CONCERNS

The exchange rate situation continues to be a concern for UK libraries. Earlier paragraphs detail the current position, which continues to fluctuate. Given the UK’s current and forecast future public sector finance deficits,​[5]​ there would seem to be no short- or medium-term likelihood of a significant improvement, and indeed rates may continue to deteriorate.

Most libraries may have been protected to some extent last session, and experiences are still varying this session. However, unless last year’s overspends have been consolidated into the basic budgets this year, libraries will be, and are, facing further difficulties given that rates have not improved (Glasgow calculations are that, given this year’s allocation, the rates would have to improve to, say, €1.20 and $1.75, to enable a balanced budget: there is no current prospect of that eventuality). In addition, the VAT rate is due to return to 17.5% on 1 January 2010 – there is indeed a possibility, given the state of the public finances, that VAT might increase to 20% or higher.

Over the next few years, there is also the probability, almost certainty, that public spending on universities will be squeezed. Many commentators suggest that it may take up to ten years for the UK government finances to recover from the battering arising from last year’s requirement to provide very large sums to prop up the banking sector, in the UK as in other countries (but exacerbated in the UK, given the importance of the financial sector in the overall economy). Historically high government expenditure over the last few years, from which universities have had their share of benefit, together with the lower tax receipts arising from the recession, are additional pressure points.

A General Election is due by June 2010 at the latest, but from the point of view of university funding at least it is likely to make very little difference which party emerges victorious from the election. The government, of whatever complexion, will have to impose stringent economies. Various pledges have been made to preserve spending on health, on schools, and on overseas aid, for example, but the political parties have been careful not to include higher education expenditure, when promising to support other parts of the education budget. Student fees (in England – other parts of the UK have different arrangements) may well be increased in the relatively near future, but it is more than likely that government allocations will be reduced in tandem, so that there is no net benefit for universities.

The gloomy outlook means that some libraries are already being asked to plan for budgets reducing in cash terms over the next few years. Informally reported percentage reductions are in general around 1% to 3% a year. In some ways these may not seem to be huge figures, but the fear is that this dip in funding may continue for a long period.  In addition, of course, there is no allowance in these figures for inflation, and there is no particular evidence that price rises, for journal subscriptions, are decreasing in any significant way.

COPING STRATEGIES

As part of worldwide concern over journal prices in this era of universal pressure on library budgets, UK libraries have supported, along with colleagues elsewhere, the ICOLC (International Coalition of Library Consortia) statement on the global economic crisis, arguing strongly for more flexibility and creativity on the part of publishers (and library consortia) when negotiating on contract renewal.​[6]​ 

Many journal publisher negotiations are carried out in the UK by JISC Collections, through its NESLi2 (National Electronic Site Licence) initiative, website at http://www.nesli2.ac.uk (​http:​/​​/​www.nesli2.ac.uk​). JISC (Joint Information Systems Committee) is funded by the higher education funding councils for England, Scotland, Northern Ireland and Wales, through which government funnels its funding for the higher education sector in the UK. NESLi2 negotiations in 2009 have concentrated on highlighting the problems that libraries are facing as a result of the exchange rate crisis together with actual and potential funding cuts. Although there have been some successes in reducing price increases, and a relatively small number of publishers worldwide (generally excluding the larger commercial publishers) have offered zero price increases for 2010, it has proved difficult for example to obtain any compensation for foreign currency subscription rates, despite evidence presented on behalf of many different libraries.

The NESLi2 consortium operates on an opt-in basis, i.e. the negotiations result in an offer for a deal for a particular publisher, and individual libraries then decide whether or not to take up that offer. Although understandable, given the independence of individual universities, and the difficulties of advance commitment, this is not an optimal way of conducting business, given that neither party to the negotiations knows how much money is actually ‘on the table’. The Scottish Higher Education Digital Library (SHEDL), on whose behalf JISC Collections have been acting, has been trying to circumvent this restriction by seeking journal content to be made available to all higher education institutions in Scotland, and reached agreement with an initial three publishers – American Chemical Society, Cambridge University Press, and Springer – for 2009.​[7]​ This may act as a model for wider application in the UK in the future, and may be one way of partially coping with the funding problems of the next few years. 

Adoption of such a model could be considered as leading logically to top-slicing, where the funding councils pay for access to at least some ‘standard’ journal content for all universities, with allocated funds reduced accordingly. Currently ongoing research on ‘shared services’ commissioned by HEFCE, the Higher Education Funding Council for England, and undertaken by SCONUL (Society of College, National and University Libraries – the body representing all higher education libraries within the UK) suggests movement in this direction.​[8]​  Further work involving JISC Collections, the funding councils, and libraries, is likely.

Although the concept of shared services may encourage some ‘big deals’, these deals are at the same time under pressure as a result of funding cuts, despite the evidence compiled by the RIN this year on the extended use of e-journals in the UK.​[9]​ Jill Taylor-Roe’s survey of UK libraries earlier this year indicated the percentage of libraries considering cancelling publisher bundle subscriptions was increasing from 4% in 2009 to 14% in 2010, and likely to rise further.​[10]​ While there is recognition of the additional content such deals have made available, and of the difficulties in ‘un-bundling’ subscriptions, financial realities may force the hands of library staff. Such concerns, alongside perennial worries that book purchases are being constricted by the constantly rising journal prices, feature in another study recently released, this time looking at the broader impact of the recession on both university libraries and IT services.​[11]​

A further response to the current and projected budget pressures is to examine once more the opportunities afforded by open access publishing. Most UK universities have more or less active institutional repositories, with much support provided by JISC over recent years. Eleven UK universities (Edinburgh, Glasgow, Leicester, Napier, Queen Margaret, Roehampton, Salford, Southampton, Stirling, University College London, Westminster) mandate their staff to deposit their research outputs in their institutional repositories.​[12]​ In addition, as indicated by the Registry of Open Access Repository Material Archiving Policies, the UK Research Councils (allocating government-funded research grants), plus important research funders such as the Wellcome Trust, British Heart Foundation, and Cancer Research UK, all mandate (in slightly different ways) open access publication of research arising out of their grants.

More broadly, JISC has funded research developing the economic arguments in favour of open access publishing​[13]​, although the findings have been disputed by publishing bodies. JISC has recently outlined its vision, and achievements, in promoting open access for UK research.​[14]​ Despite all the open access developments in recent years, it is still too early to say how matters will change over the next few years, but there is certainly constant and growing pressure towards innovation, and it becomes ever more possible that a tipping point will be reached – although the costs of reviewing and disseminating scholarly communication will still have to be met in some form.

CONCLUSIONS

It is hard to draw any hard and fast conclusions from this brief survey of the current pressures being experienced by the materials budgets of UK university libraries, likely to be exacerbated by forecast trends over the next few years. The last decade has seen an unprecedented expansion in the volume and quality of information available to university researchers and students, not to mention an expansion in the time, 24/7, and the space, worldwide, of access availability. It is very much to be hoped that the coming ten years do not reverse much of this growth, and return to the days of annual ‘serials cancellation exercises’ of the 1980s and 1990s: some, or all, of the strategies outlined above may go some way towards ensuring that this does not happen.


Table 1: Euro/US Dollar exchange rate against Pound Sterling, Aug 2007 – Sep 2009

		€	$
2007	Aug	1.48	2.01
	Sep	1.45	2.02
	Oct	1.44	2.04
	Nov	1.41	2.07
	Dec	1.39	2.02
2008	Jan	1.34	1.97
	Feb	1.33	1.96
	Mar	1.29	2.00
	Apr	1.26	1.98
	May	1.26	1.96
	Jun	1.26	1.97
	Jul	1.26	1.99
	Aug	1.26	1.89
	Sep	1.25	1.80
	Oct	1.27	1.69
	Nov	1.20	1.53
	Dec	1.10	1.49
2009	Jan	1.09	1.45
	Feb	1.13	1.44
	Mar	1.09	1.42
	Apr	1.12	1.47
	May	1.13	1.54
	Jun	1.17	1.64
	Jul	1.16	1.64
	Aug	1.16	1.65
	Sep	1.12	1.63

Source: Office for National Statistics. Financial Statistics, No 570, October 2009. Table 7.1A. http://www.statistics.gov.uk/downloads/theme_economy/FinStatsOct09.pdf (​http:​/​​/​www.statistics.gov.uk​/​downloads​/​theme_economy​/​FinStatsOct09.pdf​).
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